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NEW YORK STOCK EXCHANGE 1950 1949 
MONTH END DATA 
; February January December February 
Shares Listed re oar (Mil.) 2,184 2,181 2,166 2,045 
Market Value of Listed Shares (Mil. $) 78,639 77,940 76,292 65,325 
Par Value of Bonds Listed . (Mil. $) 125,332 125,373 125,410 131,272 
Market Value of Listed Bonds . (Mil. $) 127,777 128,021 128,464 131,863 
Market Value of All Listed Securities (Mil. $) 206,416 205,961 204,755 197,188 
Stock Issues Listed . (No.) 1,458 1,458 1,457 1,429 
Bond Issues Listed . ; : (No.) 926 928 915 912 
Total Stock and/or Bond Issuers . (No.) 1,250 1,250 1,249 1,236 
Flat Average Price—All Stock Issues A . ($) 46.25 46.12 45.25 42.35 
Shares: Market Value — Shares Listed A . ($) 36.01 35.74 35.23 31.94 
Bonds: Market Value — Par Value A . ($) 101.95 102.11 102.43 100.45 
Member Borowings on U. S. Govt. Issues . (Mil. $) 88 94 132 112 
Member Borrowings on Other Collateral . (Mil. $) 555 543 542 201 
Per Cent of Mkt. Val. of Listed Shares . (%) 0.71 0.70 0.71 0.31 
Member Borrowings—Total (Mil. $) 643 637 674 313 
N.Y.S.E. Members’ Branch Offices . (No.) 1,013 1,010 1,002 938 
Total Non-Member Correspondent Offices (No.) 2,829 2,820 2,812 2,761 
Customers’ Net Debit Balances C . ee (Mil. $) 953 901 881 527 
Credit Ext. on U. S. Govt. Obligations . (Mil. $) 47 46 61 58 
Customers’ Free Credit Balances C . (Mil. $) 669 669 636 565 
DATA FOR FULL MONTH 
Reported Share Volume . (Thou.) 33,406 42,576 39,293 17,180 
Ratio to Listed Shares . (%) 1.53 1.96 1.82 0.84 
Daily Average (Thou.) 1,670 1,851 1,708 838 
Total Share Volume (Incl. Odd Lots) D (Thou.) 43,282 54,738 47,565 22,078 
Money Value of Total Share Sales D . (Thou. $) | 1,163,847 1,408,237 1,251,809 601,289 
Reported Bond Volume (Par Value) (Thou. $) 68,487 119,727 99,080 63,661 
Ratio to Par Value of Listed Bonds (%) 055 .095 .078 .048 
Daily Average (Thou. $) 3,424 5,206 4,308 3,105 
Total Bond Volume (Par Value) D (Thou. $) 78,760 138,310 105,909 66,056 
Money Value of Total Bond Sales D (Thou. $) 63,443 103,400 80,274 49,038 
N.Y.S.E. Memberships Transferred . (No.) 5 6 7 7 
Average Price ($) 50,667 48,400 46,333. 44,250 
3/15/50 2/15/50 1/13/50 3/15/49 
Shares in Short Interest D . (Thou.) 2,350 2,185 1,344 




















A—Based on issue listed at the end of each month; such issues 
and/or their amounts vary from month to month. 
C—Reported only by member firms which carry margin accounts. 
Excludes accounts carried for member firms which are mem- 





bers of national securities exchanges and for general partners 
of such firms. 


D—Based on ledger dates. FRONT COVER BY A, DEVANEY 
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XPERIENCED investors in common 
stocks know that dividend yields can 
change from one quarter to the next; grow 
larger or smaller, governed by prices and 
the size of dividend checks. This discus- 
sion directs the study of dividend yields of 
representative stocks listed on the New 
York Stock Exchange along the route of 
growth, tracing the record over a 10-year 
period. 

The range of income return on common 
stocks, as exemplified by the 7 per cent 
average yield in 1949 for all dividend- 
paying common stocks on the New York 
Stock Exchange, lately has come to be 
well known to the investing public. The 
extent of the dividend increases upon 
which these yields have been built, as the 
business volume of the nation has ex- 
panded, is not so generally recognized. 

Just since 1944, total cash dividends 
disbursed on common stocks listed on the 
New York Stock Exchange have increased 
by more than $2,000,000,000, or 90.5 per 
cent. During the earlier 1940s aggregate 
dividends gained only slightly, but, except 
for 1942, there has been an increase in 
each of the last 10 years! 
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Yet in only two years during the 1940s, 
despite this dividend growth, did buyers 
bid stocks up to levels where the average 
yield, computed for all dividend-paying 
common stocks on the Exchange, was less 
than 5 per cent. In 1945 it was 3.6 per 
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HOW 


DIVIDENDS 


Have Grown 


Through 
A Decade 


By THOMAS BALMER 


cent; in 1946 it was 4.8 per cent, based in 
both cases on prices at the year-end. 

It is true that the gain of more than 
$2,000,000,000 in total disbursements in 
the last five years includes payments on 
stocks admitted to the Exchange’s list 





CoMMON STOCKS WITH STABLE DivipENDs: 1940-1949 








1940 1949 1950 
re ee = Di —, Recent 
Price Div. Yield Price Div. Yield Price 
American Can ......0+.00e $113% $4.00 3.5% $815% $4.00 4.9% $111 
Amer.-Hawaiian S.S. ....... 28% 3.50 12.3 36 3.00 8.3 41 
Amer. Machine & Foundry. 1444 0.80 5.5 12% 0.80 6.2 16% 
Chicago Yellow Cab ....... 8% 1.00 21 12% 1.00 7.9 12% 
Corn Products Refining.... 64% 3.00 4.6 584 3.60 6.2 70 
Diamond Match .......... 33% 1.50 4.5 384 2.00 5.2 3614 
Gen’] Amer. Transp. ...... 56% 3.00 5.3 44% 3.00 6.8 50% 
Getterat POGGS. .<.ci cess 48 2.00 4.2 39% 2.25 5.6 491% 
Hackensack Water ........ 31% 1.50 4.8 31% 1.70 5.4 33% 
Pacific Gas & Electric ...... 33% 2.00 5.9 30% 2.00 6.6 33% 
ge 4414 1.60 3.6 2436 1.40 5.7 3814 
Parker Rust Proof ........ 19% 2.00 10.1 254% 2.50 10.0 29% 
Ne I acorn coset Sametests 205% 1.00 4.8 22% 1.50 6.7 354% 
Washington Gas Light ..... 30% 1.50 4.9 2456 1.50 6.2 25 
Yale & Towne Mfg. ........ 24 1.00 4.2 22 1.00 4.5 285% 





Prices are as of last day of preceding year. Dividends are cash payments including extras. 

























TEN-YEAR DivipEND AND YIELD REcoRD OF SAMPLED CoMMON Stocks ON New YorkK Stock ExcHANGE 
1940 1941 1942 1943 1944, 
A AL A . * 

“Price Div. Yield. ‘Price Div. Yield “ Price Div. Yield. ‘Price Div. Yield.  ° Price Div. Yield 
Best Foods ... $9% $0.60 6.1% $7 $0.60 8.6% $534 $0.15 2.8% $854 $0.80 9.3% $16 $1.00 6.3% 
Borden . .... 21% 1.40 6.5 18% 1.40 1.4 19% 1.40 13 223% 1.50 6.6 29 1.70 5.9 
City Products. . . 12% 1.20 9.4 9 1.20 13.3 834 120 143 10% 1.20 11.7 15 1.20 8.0 
Dixie Cup . . Ws 0.50 4.3 91% 0.75 8.1 8 0.50 6.3 9% 0.50 5.1 15% 0.50 3.2 
Fire. Tire & Rub. . 205% 1.25 6.1 17% 1.50 8.8 13% 150 113 2656 2.00 1.5 39% 2.00 5.1 
Freeport Sulphur 33% 2.00 6.0 38 2.00 5.3 38 2.00 5.3 35% 2.00 5.6 3056 2.00 6.5 
Gillette Razor. . . 6% 0.40 6.5 3 0.45 15.0 2% 0.45 15.7 4% 0.70 14.7 1% 0.80 10.7 
Kroger . . . . . 28% 2.00 7.0 28% 2.00 6.9 28 2.00 7.1 27 2.00 1.4 315% 2.00 6.3 
Lily-Tulip in — 181% 1.20 6.6 201%4 1.50 7.4 18% 1.50 8.1 22% 1.50 6.7 275% 1.50 5.4 
Mesta Machine . . 29% 2.00 6.8 36% 2.25 6.2 25% 2.87% 11.2 26% 2.50 9.3 26% 2.50 93 
Nat'l Dairy .. . 16% 0.80 4.8 13% 0.80 6.1 13% 0.80 6.1 145% 1.00 6.8 193% 1.10 5.1 
Otis Elevator . 17% 1.00 5.8 15% 1.00 6.3 ly 1.00 8.9 16% 1.00 6.2 19% 1.00 5.2 
Sutherland Paper . 29% 1.20 4.1 23 1.25 5.4 185% 1.25 6.7 26% 1.25 4.8 3036 1.35 4.4 
Union Oil . . . . 16% 1.00 6.1 12% 1.00 8.0 12% 1.00 8.2 16% 1.00 6.2 19% 1.00 5.2 
S.S. White D'tl Mfg. oY 0.60 6.5 954 110 14 12% 1.20 9.4 155% 1.20 1.1 18% 1.20 6.4 

Prices are as of last day of preceding year. Dividends are cash payments including extras. 








1944, The total of these shares is 
slight, however, in comparison with ag- 
gregate listings on the Exchange. By far 
the greater part of the $2.000,000,000 
represents higher per share payments by 
old-established, seasoned stocks. 


since 


To illustrate the income, and price ap- 
preciation, opportunities of selected com- 
mon stocks during the 1940s, statistics on 
30 sampled issues are shown in the three 
tables accompanying this article, The first 
table, on page 1, comprises 15. stocks 
which yielded stable dividends during the 
10-year period. The outstanding feature 
of these issues, if one is to be singled out, 
is dividend continuity. All 15 have paid 
cash dividends every year for at least the 
last 20 years; five have records of annual 
payments extending as far back as 50 


years or longer. Washington Gas Light 
started its record of unbroken annual pay- 
ments in 1852; Parke, Davis & Co. in 1878. 

The dividend rates of most of the 15 
stocks have remained fairly constant since 
1940. The reflective statistics have accord- 
ingly been compressed. Prices, dividends 
and yields are shown only at the begin- 
ning and end of the period. The stocks 
have been selected as representative of 
issues on the Exchange which have been 
steady payers, but which did not experi- 
ence an exceptional growth of dividends 
in the period under review. Three of them 
are included in the 30 stocks making up 
the Dow-Jones industrial average. For the 
source of the $2,000,000,000 gain in 
dividend disbursements one has to look 
farther. 


The second and third statistical tables, 
appearing on this page, actually make up 
one continuous record. It is divided into 
two sections because of space limitations. 
The data shown for an additional 15 
stocks are market prices (as of the last 
day of the preceding year), annual divi- 
dends and yields for each year from 1940 
to 1949. By using market prices just prior 
to the beginning of the year, the yield 
percentages then become the actual in- 
come which a stock buyer would have 
received during the ensuing year, assum- 
ing a purchase on the day indicated. 

The stocks illustrate clearly the area 
of dividend growth on the Stock Exchange 
securities list. For sake of emphasis, some 
of the wider gains in per share dividends 

(Continued on page 6) 





(Qh eS So™ Sa 











TEN-YEAR DiviDEND AND YIELD REcoRD OF SAMPLED CoMMON Stocks ON New York Stock ExcHANGE 
(Continued ) 

stu 
1945 1946 1947 1948 1949 1950 of 
—— A —— A ee ceeneeeeee cele ae A Recent *N 

Price Div. Yield Price Div. Yield Price Div. Yield Price Div. Yield Price Div. Yield Price 
Best Foods . . . . $18 $1.00 5.6% $27% $1.10 3.9% $25% $2.20 8.5% $30% $3.75 12.4%  $285% $2.50 8.7%  $34% ab 
Borden . .. . . 335% 1.80 5.4 441% 2.25 5.1 49%, 2.55 5.2 41% 2.55 6.1 39% 2.70 6.8 50% wa 

City Products . . . 205% (1.20 5.8 28 1.70 6.1 31 2.12% 6.9 31% 2.50 8.0 25 2.50 10.0 33% | 

Dixie Cup - 17% 0.50 2.8 491% 0.75 15 31% 1.00 3.1 39 1.00 2.6 27 1.12% 42 38 | we 
Fires. Tire & Rub. 5654 2.50 4.4 67% 3.75 5.6 58 4.00 6.9 50 4.00 8.0 47% 4.00 8.4 60 | din 
Freeport Sulphur . 33% 2.12% 63 50 2.50 5.0 46% 2.50 5.3 42 2.62% 6.3 43%, 4.00 9.3 65 = 
Gillette Razor . . . 16% 1.20 1.3 2254 2.50 11.0 31%, 2.37% 7.6 35% 3.00 8.5 31% 3.25 10.3 38% Ce 
Kroger ..... 37 2.00 5.4 45 2.50 5.6 48% 3.00 6.2 461%, 3.00 6.5 43 3.50 8.1 63 su 
Lily-Tulip on . . 32% 1.50 4.6 4854 1.50 3.1 41 1.50 3.7 403% 1.621% 4.0 38% 2.00 5.2 49% ve 
Mesta Machine . . 36% 2.50 6.8 55% 2.50 45 43 2.50 5.8 41 3.50 8.5 36 3.50 9.7 38% in 
Nat’l Dairy . 25% 1.40 5.5 35% 1.65 4.7 36% 1.80 4.9 29 1.80 6.2 274%, 2.20 8.1 405% ie 
OtisElevator. . . . 23% 1.00 4.2 36 1.25 3.5 30% 1.35 4.4 32% «2.00 6.2 31% 2.50 8.0 38% fo 

Sutherland Paper . 32% 1.35 4.2 40% 1.75 4.3 46 2.50 5.4 433% 2.50 5.8 32% 2.50 1.6 40 
Union Oil . . . . 20% ~=1.00 4.8 263% 1.00 3.8 22 1.10 5.0 26% 1.95 1.4 29% 2.37% 8.1 26 en 
S.S. White D't! Mf; g. 21% 1.20 5.5 2954 1.45 4.9 33%, 1.60 4.8 27% 1.60 5.7 24% 1.60 6.5 40 ab 
Prices are as of last day of preceding year. Dividends are cash payments including extras. . 
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Stock Market’s 


Chief 
Ingred 


First 1950 Quarter 
Reveals Some 
Forceful Elements, 
Surmounting Strikes, 
“Cold War,” 


Unseasonable Weather 





TOCK market performance during the 
current quarter-year has revealed a 
stubborn defense against a persistent flow 
of unfavorable events, The ancient adage, 
“Never sell on strike news,” has received 
about as emphatic a demonstration as ever 
was seen. 

It was not strikes alone, although they 
were dismal enough, that have laid a 
dampening hand upon market sentiment. 
Corporate reports on 1949 industrial re- 
sults were spread through the weeks, re- 
vealing rather general declines of net earn- 
ings from 1948. Some dividends were re- 
duced. Divers business prophets looked 
forebodingly beyond mid-year, although 
emphasizing the likelihood of a reason- 
ably good period in the meantime. An- 
alysts of industrial company stocks be- 
came, if anything, more “selective” than 





they were before Jan. 1. The British elec- 
tion prospects absorbed much investor in- 
terest, a promised close contest making 
conservative observers of international 
happenings wary of the socialistic pros- 
pect. 

Yet, despite handicaps upon investment 
plans, holders of common stocks listed on 
the New York Stock Exchange stayed put. 
Buying most of the time was, in market 
phrase, “better than the selling”; and the 
moderately reactionary phase of share 
prices after the coal strike settlement oc- 
curred, appeared to be chargeable chiefly 
to mild conversion of capital gains from 
paper to cash. The sturdy undertone of 
transactions, referring to those designed 
primarily to improve buyers’ dividend in- 
come, showed itself in new high average 
price levels among railroad and public 
utility operating company stocks on March 
4, the day the coal strike forecast its 
nearby end. 


No Trend to Stock Prices 


Although the quarter still has a few 
days to run, the over-all picture of an in- 
teresting stock market period can be 
sketched by reference to average price 
movements since Dec. 31. Using the Dow, 
Jones & Co. calculations, it is found that 


the industrial average advanced 2.4 per 
cent up to the high of 205.03 on Feb. 4. 
This average was shaded slightly down- 
ward later, only to recover to a new top 
level for nearly four years. Prominent 
dividend payers led the mid-March up- 
turn, registering the effect of 
leadership” among selected industrial 
stocks. 

At their highest levels of 1950, the 
railroad average showed a rise of 7.2 per 
cent, and the utilities of more than 4 per 
cent from Dee. 31. 


“strong 


Analysis of Market Behavior 


Under analysis which sought to detect 
speculative symptoms in the price record 
of nearly three months, the market’s per- 
formance would be thought consider- 
ably less than impressive. A market that 
develops only moderate activity reveals 
trading restraint as a rule. The investor’s 
view-point is another matter, and in seek- 
ing ingredients of this year’s dealings on 
the Stock Exchange, logic outlines certain 
significant elements. 

Although some dividend casualties have 
occurred, many dividend increases were 
announced in recent weeks. A kind of syn- 
opsis of the dividend story is presented 
on page 4, Although studious investors 
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learned in scattered annual reports that 
1949 had been less productive of profit 
than 1948, dividend increases indicated 
that the margin of net earnings from which 
dividends could be paid was still ample to 
provide a sizable yield on investment 
funds in selected common stocks. 

Late in the quarter, it was noticeable in 
some well-considered business comment 
that mid-year had become a fluctuating 
quantity as affecting forecasts for the full 
year. Considerable wavering among the 
prophets was discernible, an altered mood 
evidently being pivoted around changes 
applying to individual industries. A re- 
view of statistics which developed in Janu- 
ary and February had influence. 

The March letter of National City Bank 
of New York made this comment: “Busi- 
ness statistics now available for January 
make good reading. One of the encourag- 
ing developments was an increase in new 
orders for machine tools to the highest 
figure for any month since August, 1946. 
This gives preliminary support to predic- 
tions that the industries, while cutting 
back on plant expansion as compared with 
1949, will be replacing and modernizing 
on at least an equal scale.” 


Rail Car Orders Rise 


Noted in the same discussion were these 
items: railroads ordered 9,385 new cars 
in January, with a larger total probable in 
February, including the New York Cen- 
tral’s purchase of 4,500... January saw 
new housing “starts” numbering 80,000 
against 50,000 a year before ... raw cot- 
ton consumption in January ran 20 per 
cent higher than in the same 1949 month 
... paper mill operations have been run- 
ning well above a year ago, with large 
orders for paperboard which is used in 
almost all lines of business. 

In the foregoing, light is thrown upon 
departments of both durable and con- 
sumer goods. The researcher could also 
edge over from industrial prospects to 
the railroads and public utilities; to the 
rails because of the carriers’ efforts to cut 
traffic costs, partly by adding extensively 
last year to their fleets of Diesel-driven 
locomotives; to the electric power and 
natural gas field by reason of the growth 
of earnings being reported by many 
companies, along with some dividend 
increases. The area of investor study 
among public utilities is steadily being 
broadened by the availability of numer- 
ous operating company securities which, 
until recently, were lodged in holding 
company portfolios. 
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Early 1950 Dividend Trend Surveyed 


S a period marked by many labor 
A disputes and the long coal strike’s 
threat to industrial profits, this year’s first 
quarter affords investors an interesting 
field for a practical study of dividend 
records. A quarter-year seldom passes 
without dividend casualties, Often cor- 
porate directors during an interval spotted 
by work stoppages appear to scan the 
future with a dubious eye, and not in- 
frequently reduce dividends when it seems 
that a possible early business contraction 
might lay a burden upon their cash work- 
ing capital. 

But dividend declarations since Jan. 1 
on common stocks of the New York 
Stock Exchange list have emphasized 
good business more than business un- 
certainties or actual declines of earn- 
ings. The accompanying statistics, which 
do not comprise the full record, af- 
ford material for study of the industries 
among whose components dividend 
changes have occurred. 

The ratio of 15 companies that increased 
their dividends to 5 that declared smaller 
payments than a year ago reflects merely 
a sampling of corporate dividend action 
up to March 1. The exhibit includes com- 
panies in 16 different industries and thus 
throws light upon the earnings’ situation 
throughout a fairly wide area. As common 
stock prices, in the main, have experienced 
only moderate changes this quarter, a 
point for the researcher exists in the matter 
of altered yields, 





CasH DivipEND DECLARATIONS 


First Quar. First Quar, 

1949 1950 
Addresso-Multigraph . . . $ .50 SG 
Allied Chem. & Dye... 1.50 2.00 
Allis-Chalmers Mfg. ...  .40 50 
Buffalo Forge ....... 45 50 
CET. Pmencial ...... By i 1.00 
OS eee er 125 1.50 
Commercial Credit ....  .90 1.20 
Commonwealth Edison. . — .37144 40 
Food Fair Stores ..... 10 15 
General Motors ...... 1.25 1.50 
Gen. Portland Cement... .40 50 
McGraw-Hill Pub... .. . 29 50 
National Steel ....... 1.25 1.50 
Seete FOMer 6 ce ss @ 6214 By 5: 
Sunshine Biscuits... . . 75 1.00 
Commercial Solvents...  .37144 25 
OE TE ain) Bm 8 ae .80 50 
Mueller Brass ....... 30 25 
Paraffine Companies...  .30 5 
Pittsburgh Cons. Coal... .75 50 





Where dividends have been increased, 
the income return—projecting the quar- 
terly payment this year over the full year 
—has increased in some instances. On the 
other hand, some of the stocks with re- 
duced payments for the quarter, still re- 
tained a yield of 5 to 6 per cent at recent 
prices for those stocks. 

The current quarter has been marked 
by increasing research among _ public 
utility operating companies . . . with at- 
tention devoted to companies with low- 
cost energy production from water-driven 
equipment. 





The space devoted to new listings on 
the New York Stock Exchange in this 
issue of the magazine contains brief facts 
about three of such newly “released” com- 
panies. 


Hold Stocks for Income 


Perhaps the principal ingredient of this 
quarter’s stable-to-firm stock market has 
been the mental attitude of investors for 
income. The price trend for at least the 
greater part of two years has indicated 
that buyers of stalwart dividend-payers, 
who seek income with lesser interest at- 
tached to capital gains, are less easily 
“shaken out” of their holdings because 'of 
unfavorable news developments than was 
the case during more speculative market 
intervals. 

Some evidence of an altered situation 
has been demonstrated recently as divi- 


dend reductions occurred. There have been 
instances where earnings’ reports have 
suggested a reduction as a_ possibility, 
causing prices to react moderately, but 
have been followed by price stability, 
sometimes firmness, when a reduction was 
made, 

The quarter nears its end, it must be 
said, with speculative and investment sen- 
timent in regard to later price movements 
showing wide differences. After eight 
months of rising prices which have seldom 
been punctuated by temporary reversals, 
the time element naturally arouses cau- 
tious thought that a reactionary phase 
may be “overdue.” Speculation, designed 
to take advantage of price fluctuations, 
often considers dividend yields of less im- 
portance than technical conditions, op- 
posite to the attitude of investors in se- 
lected stocks who put income first. 
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Textile Prospects 
A View of a Cyclical Industry 


By M.S 


Prestesngye ese engg of the textile indus- 
try’s situation at this time logically 
requires that it be posed against the back- 
ground of results of the earlier post-war 
years. The war period saw a textile boom, 
post-war brought a further expansion 
through 1948. The uplift applied in direc- 
tions additional to that caused by a 
swollen demand calling for adequate pro- 
duction; for major companies expanded 
their facilities greatly, largely through the 
acquisition of other concerns with the aim 
of integrating their operations from raw 
material to finished goods. 

Before proceeding with an industry 
analysis, it is worth noting the earnings’ 
experience of sampled corporations in the 
textile field over a period. The table com- 
prises results of 11 prominent concerns, 
including these listed on the New York 
Stock Exchange: Burlington Mills, Can- 
non Mills, M. Lowenstein & Son, Pacific 
Mills, Robbins Mills, J. P. Stevens & Co. 
and United Merchants & Manufacturers. 


Net Earnincs AFTER TAXES 


1939 $ 16,800,000 
1946 107,100,000 
1947 167,400,000 
1948 201,400,000 
1949 (Est) 100,000,000 


Recollection informs investors of the 
abrupt slackening which occurred in many 
business areas in the first 1949 quarter. 


‘THOMAS 


Textiles figured in that relapse, as did 
non-ferrous metals and other products 
which had rounded out 1948 in fine vigor. 

Although earnings have coursed sharply 
downward on the heels of the big years, 
the companies’ financial structure recorded 
a strong statistical product of the big 
years as here disclosed: 


CONSOLIDATED BALANCE SHEET 
oF 11 Mayor CoMPANIES 
(Millions of Dollars) 


1939 1948 
Cash and Equiv.... . $ 10.0 $165.0 
Inventory ............. Ses, . 66.4 195.8 
Other Cur. Assets....................... 37.0 133.5 
Total Cur; Assets:....:...::.:0.:.. TZ 494.2 
Cur. Liab. .......... Ee ee 40.3 158.5 
MIN I ooo fo sass head Gsccstesees 7.3 36.7 
NN os socks cca csavasanstazacs 15.5 34.2 
Common Stock .. Nee Recs 81.6 117.2 
RMR a cece sycdcccscaskcain Beers » (2 357.7 
Total Assets ............... 204.9 704.4 
Net Work Cap. ................. 73.0 335.7 
Com, Stock Equity ......... . $63 474.9 


Growth of the industry was achieved by 
mergers, by outlays for new plants, and 
the retention of profits. 

Intensive war demands for textiles gave 
many small independent raw material 
mills an excellent opportunity to sell their 
properties at comparatively high prices. 
Demand for the mills ran high, as war- 
time pressures made it essential to con- 
trol sources of materials. Also, growth of 
some companies urged ownership of their 





Cotton is drawn out and twisted into yarn form on a spinning-mule. 


own converting and finishing divisions. 
Thus the financial setting before turning 
attention to some details of operations and 
changing uses of textile fibres. Cotton 
spindle activity which had been running 
at an average of 135 per cent of rated 
capacity during the first half of 1948, 
dropped to 104.1 per cent in Decem- 
ber of that year. By July 1, 1949, it had 
receded to 79.6 per cent. In rayon, the 
early 1949 reversal was equally severe, 
although shorter lived. Production had 
been 91,900,000 pounds in April, 1948, 
and 96,200,000 pounds in December; it 
was down to 54,100,000 in April, 1949, 
Whatever the phantoms that frightened 
the industry during the first six months 
of last year, they vanished quickly. Pro- 
duction revived and by the year’s end, 
cotton spindle activity was back to 124.7 
per cent, and the rayon output for De- 
cember reached 103,600,000 pounds, a 
new record for the producers. 
Investors inquiring into the textile in- 
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Cotton beamer in carpet-making industry. 





Weaving room in a South Carolina mill. 
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dustry are called upon to take such syn- 
thetics as rayon, nylon heavily into ac- 
count. Natural fibres such as cotton, wool, 
and silk are being outraced by rayon and 
the newer fibres exemplified by nylon, 
orlon, vinyon, dynel, and others, as the 
table indicates: 


DoMEsTIC FipRE CONSUMPTION 


(Pounds Per Capita) 


1929 1937 1949 
Rayon 1.0 2.4 6.5 
Cotton 21.1 28.1 2.1 
Wool 21 2.9 3.4 
Silk 0.7 0.5 0.03 
Nylon Nil Nil 0.6 


Cotton consumption per capita in 1949 
was lower than it had been in 1937, where- 
as rayon was almost three times as high. 
Nylon became important enough in vol- 
ume in the last year to be included in the 
statistics of the industry. No quarter is 
being given, and further important gains 
by the synthetics is assured, Future im- 
provements in rayon are certain and new 
types of fibres now in laboratories, many 
of which undoubtedly will appeal as 
strongly as amazing nylon, will be offered 
to textile consumers in the not too distant 
future. 


Rayon Substituted in Tire Cord 


Another measure of cotton losses is 
found in a comparison of cotton consump- 
tion with the Federal Reserve Board non- 
durable goods production index. Whereas 
in 1937 there were 75,000 bales of cot- 
ton consumed per point of the index. 
by 1949 consumption had dropped to 
147.000 bales. Part of this loss was due, 
of course, to the substitution of rayon in 
automobile tire cord. 


Tire Corp AND Fasric CONSUMPTION 
(Millions of Pounds) 


1939 1948 1949* 
Cotton 260 300 136 
Rayon & Nylon 9 249 209 


*First nine months. 








Statistical ond other factual informa- 
tion as well as comment regarding any 
securities referred to in THe EXCHANGE, 
have been obtained from sources deemed 
to be reliable, but THe EXcHANGE as- 


sumes no responsibility for their accuracy 
or completeness. Neither such informa- 
tion nor any reference to any particular 
securities is intended to be or should be 
considered as in any way a recommenda- 
tion for the purchase, sale or retention of 
securities. 


any such 














While textile processors probably will 
adapt themselves readily to changing con- 
ditions among fibres, the investor must be 
on the alert to follow management view- 
points. A company devoted exclusively 
to one of the older natural fibres, such as 
wool or cotton, might find its markets 
heavily invaded in the future by synthetics. 

Synthetic fibres, in addition to certain 
other advantages, have a lethal competitive 
weapon on their side, in the form of a long 
term downward movement of prices. A set- 
back was suffered during the war years, 
but with the introduction of new methods 
and lower costs for raw materials, syn- 
thetics undoubtedly will continue their 
long-term price advantage. The table be- 
low shows the trend of recent years. 


REPRESENTATIVE YARN PRICES 


(1929 = 100) 


Rayon Cotton 
1929 100 100 
1932 53 49 
1937 19 84 
1946 15 164 
1947 34 197 
1948 60 208 
1949 58 174. 


Prices are not the only factor favoring 
the increasing uses of synthetics, as the 
happy experience of the newcomer, nylon. 
has fully demonstrated. This fibre is about 
twice as expensive as rayon yet demand 
for it continues to exceed the capacity to 
produce. 

An excellent yardstick of profit capaci- 
ties of textile producers, aside from vol- 
ume, is the cotton mill margin, that is, the 
difference existing between prices of raw 
materials and finished goods. 


Cotton MILL Marcins 
(Cents Per Pound) 
As of July 31st 


1929 13.59 
1939 10.44. 
1946 21.32 
1947 43.52 
1948 56.81 
1949 33.84 
1950 (Jan.) 37.90 


The 1946 margins were twice as high 
as in 1939, and by 1948 margins were five 
and one-half times as high as in 1939. A 
sharp decline occurred in 1949, but some 
improvement has developed, into January, 
1950. Net earnings of individual compa- 
nies responded vigorously to the higher 


mill margins and great volume of demand, 
in spite of generally higher costs, and 
sharp tax increases. 


Outlook for 1950 Earnings 


What will earnings be in 1950? Much 
depends upon trends in the next few 
months. Since recovery from last year’s 
lows, the industry seems to have overshot 
the production mark again. Individual 
company results will vary a great deal. 
On the whole, calendar year 1950 could 
show the same returns as 1949, Indications 
of fair weather for the second quarter are 
only tentative; that quarter and the third 
might be quite poor if no corrections are 
made of apparent current maladjustments. 
One thing is certain, a return to 1948 earn- 
ings will not occur. The immediate prob- 
lem is to hold the levels of 1949. 





Growth of Dividends 


(Continued from page 2) 
are reproduced below for the information 
of investors. The table compares 1949 per 
share payments with those of 1940. 


1940 1949 
Common Common 
Div. per Div. per 

Share Share 

Best Foods ................80.60 $2.50 
a ae oe 1.25 1.00 
POET DEG scccccseresess 0.80 2.20 
S. S. White Dent....... 0.60 1.60 


Over a span of 10 years, and with the 
stimulus of uninterrupted dividend 
growth, any of the 15 stocks could well 
have been expected to sell at inflated levels 
as investors correctly appraised their divi- 
dend prospects. A total of 150 yield per- 
centages for these stocks appear in the 
tables, counting one computation for each 
of the 15 stocks in each of the 10 years. 
Only 11 out of the group of 150 individual 
yields are lower than 4 per cent. Nearly 
two-thirds, by actual count 99, of the 
yields fall between 5 and 9 per cent. 

It is worth observing that the yields 
for the different years are not calculated 
on the basis of original prices determined 
some 10 years ago, which in most cases 
were far below the levels of later years. If 
this had been done, most of the yields 
would have been sharply higher. Rather, 
a new price, recorded immediately before 
the start of each year, was used in comput 
ing the annual yields. Accordingly, the 
yields reflect the progress of prices—which 
naturally rose in most years as dividends 
increased. 





~ 


nn Zz. 


m 


eew na 4&4 & 


ee ee ee ee ee ee ee ee ee ee 








few 
2ar’s 
shot 
dual 
leal. 
ould 
‘ions 
r are 
hird 
3 are 
ents. 
>arn- 
yrob- 


ation 


9 per 


49 
mon 
_ per 
are 


0 
.00 
.20 
.60 


th the 
idend 
| well 
levels 
r divi- 
d per- 
in. the 
r each 
years. 
vidual 
Vearly 


of the 


yields 
ulated 
mined 

cases 
ars. If 
yields 
ather, 
before 


ymput- 
y, the 
which 


idends 





Directors 
in Many Cases 

Are Guided by Conditions 
with Delayed Effects 


on Free Net Income 


By HARRY D. COMER 


HE theme of this discussion derives 

from an observation by A. A. Garth- 
waite, President of the Lee Rubber & Tire 
Co., at the company’s annual meeting of 
stockholders last month. Mr. Garthwaite 
said: “We realize that the cost of living 
of the stockholder has increased like that 
of everything else;” and announced that 
extra dividends thereafter would be con- 
sidered every six months instead of at a 
year’s end. The directors declared, on the 
same day the stockholders met, an extra 


Why “Regular” Dividends 


Have Bowed to 


of 50 cents a share as well as 50 cents 
“regular.” The company’s fiscal year ends 
with Oct. 1. In the 1949 fiscal period, four 
quarterly distributions of 50 cents each 
were declared, along with an extra of $1 
a share in October. 

Extra or special dividend payments have 
become so strikingly a feature of the 
corporate landscape since 1940 that a 
frequently-heard comment has reflected a 
feeling that, in many instances, extras 
are more regular than regular dividends. 





VARIED QUARTERLY Caso Divip—END PayMENTsS ON ComMMoN Stocks 


Total Cash Dividends (including extras) 


Year 


Calendar Quarters 


Payments 1948 

Began Full Yr. First 
American Tel. & Tel. Co. 1881 $9.00 $2.25 
General Electric Co...... 1899 1.70 0.50 
General Motors Corp..... 1915 4.50 1.25 
Hercules Powder Co..... 1913 235 0.45 
Lehman Corp. ...0+5.>.. 1930 3.50 0.30 
Nopco Chemical Co...... 1927 1.60 0.40 
Penna. Salt Mfg. Co...... 1863 1.50 0.30 
Pitts. Plate Glass Co..... 1899 iS 0.25 
Raybestos-Manhattan, Inc. 1895 2.12144 1.00 
Union Tank Car Co...... 1914 2.60 0.65 





(1) Payment date June 25. 


(3) Payment dates Jan. 3, Mar. 12, June 13, & Sept. 12. 


1949 Total 
Second Third Fourth For year 
$2.25 $2.25 $2.25 $9.00 
0.50 0.50 0.50 2.00 
1.25 1.25 4.25 8.00 
0.45 0.45 1.25 2.60 
0.30 2.95 (1) 0.30 3.85 
0.25 0.25 0.70 1.60 
0.30 0.30 0.90 1.80 
(2) 0.25 (2) 0.25 (2) 1.00 1.75 
(3) 0.3714(3) 0.3714(3) 0.3714(3) 2.12% 
0.65 0.65 0.65 2.60 


(2) Payment dates April 1, July 1, & Oct. 1. 





Modern Practice 


Although this observation does not have 
general application, reference to the ac- 
companying statistics of sampled stocks 
of the New York Stock Exchange list 
shows an uneven dividend picture from 
quarter to quarter. To make it more 
difficult for a stockholder to calculate the 
precise income yield that dividends return 
on his investment—until a full year’s pay- 
ments are on record—many increased 
declarations, and some declines, have 
occurred in recent months. 

So unevenly are dividend distributions 
spaced out that newspaper tables of stock 
market transactions note dividends with 
a plenitude of footnotes. The explanatory 
information varies because the tabulators 
use different bases. Thus, a stock table 
may show in the “Dividend in Dollars” 
column a dividend of “2e,” and the symbol] 
“e” discloses in the footnote: “Declared 
or paid so far this year.” In the same 
column a dividend, “3g,” is explained in 
the “g” footnote, as “Paid last year,” or 
a dividend, printed as “la,” is referred to 
in the “a” footnote as “Plus extras” or 
“Also extra or extras.” A financial daily 
notes, “Dividends unless otherwise speci- 
fied are totals paid or payable within the 
latest 12-month period.” 


Prevalence of “Extras” 


Examination of general daily news- 
paper stock tables reveals dividends in 
the great minority which may be identified 
as on a regular payment basis; the ma- 
jority carry symbols referring to footnotes 
below the table. 

Why have dividends become as _ un- 
even from quarter to quarter as they 
are, considering that prior to 1940 a 
“recular” quarterly or semi-annual pay- 
ment represented the usual practice of 
directors in making declarations? Extras 
were the exception a decade ago. Why as 
the quite usual thing do directors of profit- 
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able companies vote extras or “specials” 
in the last quarter of a year? Where such 
actions occur, can it be said that too little 
consideration has been devoted to the 
stockholder’s interest during the first three 
quarters? 

Lee Rubber & Tire company’s decision 
to alter its dividend procedure as a stock- 
holder accommodation might be made the 
subject of argument. It would seem to 
imply that many corporations are remiss 
when they keep dividends conservative 
for nine months and then pay sizable 
extras, if net earnings permit, near a year- 
end. Objections would be quick in coming 
forward. Not a few companies which de- 
clare modest dividends for three quarters, 
from substantial indicated earnings, could 
reply that, until near the end of a fiscal 
year (most of them correspond with calen- 
dar years) they cannot determine the ex- 
tent of their net profits. A number of 
elements would shape the reply. 

First, Federal income taxes on net earn- 


Second, the problem of depreciation re- 
serves. For several years, the Pittsburgh 
Plate Glass Co., for one, has made a point 
in annual reports to stockholders of its 
attitude toward the long-established 
method for figuring depreciation, being 
highly critical of the original-cost base for 
the calculation in a period of high ma- 
terials’ prices. The company announces 
its per-share net income on the old basis 
of depreciation reserves... and qualifies 
it with a lower figure after allowing for 
extra reserves which it considers realistic. 
For 1949, as an example, the per-share 
net earnings were $4.22 in the company’s 
preliminary report; after further reserve 
allowances, they were $3.79, 

While less vocal in their opinion of 
depreciation procedure required for in- 
come tax purposes, many corporations 
have been setting up extra reserves to meet 
plant replacement uncertainties, and such 
reserves, of course, are applied mainly 
against profits. Chance of wide fluctuations 


In 1948 it was not exceptional for 
stockholders to receive as little as 40-45 
per cent of profits, compared with a 
normal expectancy of 65-75 per cent. 
Stockholder’s position improved some- 
what in 1949, as a great deal of pressing 
corporate growth after the war was com- 
pleted by the end of 1948; but the new 
capital market so far as common stock 
issues were involved showed little relaxa- 
tion last year, and the practice of applying 
earned profits to capital uses continued 
to prevail, as it still does to a degree larger 
than the normal of pre-war years. 

In the first section of the statistics, that 
all apply to common stocks which have 
paid annual dividends for 20 years or 
longer, are included only three—American 
Telephone & Telegraph, General Electric 
Co. and Union Tank Car Co.—whose divi- 
dends could be considered as regular from 
quarter to quarter last year. Half of the 
10 companies declared larger payments 
in the fourth quarter than in the others. 














rio 
ings. A year of the last 10 years, in which in the value of goods and materials on Several showed irregularity in earlier wa 
corporation directors could know on Jan,] hand is met by extra reserves in many quarters, and this list was selected as an nic 
the rates of corporate income taxes for the instances, also a charge against current exhibit of common stocks on the Stock sh« 
year then beginning, has been exceptional. net income. Exchange whose declarations were less tin 
Frequently in an autumn, as occurred in : . uneven than in case of “run of the mill” act 
1949, Government spokesmen have called Earnings Re-Invested dividend payers. pri 
for tax revision involving increases. By Third, capital needs. Again, income The other grouping illustrates wide dis- fig 
Jan. 1 agitation pro and con tax increases taxes enter the situation, although these _ parities of declarations among the four of 
has risen to a high pitch. Deliberately the are the stiff surtaxes applied against per- quarters of last year; the number and cal 
law makers set about Revenue Act revi- sonal incomes which work to restrict the variety of extra payments feature the dis- hig 

sions and hearings thereon. Debate gets raising of corporate capital through sales play. When it is considered that the com- 
under way, after a while, and alongtoward of common stocks. In 1947, 1948 and 1949, panies were chosen for illustrative pur- 10 
mid-year a tax bill may be in shape for years of expanding business plus the poses solely from those corporations ba 
voting in Congress ...a bill providing for necessity for corporations to build new whose performance as dividend payers has ste 
tax imposts retroactive to Jan. 1. In other plant, renovate older equipment, acquire long been notable, dividend unevenness th: 
words, the corporations have operated new facilities and enlarge cash working among the rank and file can be imagined. pr 
their plants for three to six months while capital, a great many corporations made Among them it is practical, however, to TI 
pretty well in the dark so far as a close heavy drafts upon profits, reinvestingthem estimate a minimum dividend yield, for ra 
estimate of their tax bill on profits can in their business. The result was a_ in all instances there were quarterly dis- th 
be made. The situation makes for natural marked decline in the percentage of net tributions to be nominated as “regular,” tic 
caution in declaring dividends. income paid out in dividends, with “extras” governed by earnings. mi 
yi 
Hicu Ratio or “Extras” AMONG SAMPLED Lone DiviEND-Payinc CoMMON STOCKS yan 
— 1949 —— E 
Year Pay- First Quarter Second Quarter Third Quarter Fourth Quarter at 

ments Total 

Began 1948 Regular Extra Regular Extra Regular Extra Regular Extra For Year re 
Borg-Warner Corp. .... 1928 $4.50 $1.00 $1.50 $1.00 — $1.00 — $1.00 — $5.50 i if 
Briggs & Stratton Corp. 1929 2.75 0.25 0.15 0.25 $0.15 0.25 $0.35 0.25 $1.10 2.75 Pe 
2 ee ee 1905 1.50 0.25 ~- 0.25 -- 0.25 0.25 0.25 0.50 1.75 1n 
Mesta Machine Co. .... 1914 3.50 0.6214 0.621% ws 0.624 — 0.62% 1.00 3.50 ti 
National Shares Corp... 1930 2.10 0.15 — 0.15 -- 0.15 — 0.15 1.55 2.15 th 
National Steel Corp.... 1907 5.00 1.25 -- 1.25 _- 1.25 —_ 1.25 0.50 5.50 e 
Texas Gulf Sulphur Co. 1921 5.00 0.75 0.50 0.75 0.50 0.75 0.50 0.75 0.50 5.00 ce 
United Fruit Co. ...... 1899 4.00 0.50 — 0.50 1.00 0.50 a 0.50 1.00 4.00 b 
U. S. Playing Card Co.. 1896 4.50 0.50 1.00 0.50 1.50 0.50 0.50 0.50 0.50 5.50 ‘. 
Wyandotte Worsted Co.. 1920 1.70 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.80 1.50 i 
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“Price-Earnings 


Ratios”— 


This Investment Yardstick 
Shows Steel Earnings 
Moderately Appraised by Market 


HE relationship between common 

stock prices and earnings for a pe- 
riod, such as a quarter or a year, is al- 
ways a subject for study by market tech- 
nicians from several angles. A ratio which 
shows that a stock’s price is about 10 
times the per-share net earnings is widely 
accepted as a normal situation. When 
prices are 15 to 20 times the per-share 
figure, which was a conventional feature 
of statistics in the later 1920s, the techni- 
cal point of view is that prices are too 
high. 

On the other hand, a ratio of less than 
10 often becomes the focal point of de- 
bate. A natural deduction, when ratios 
stand at 3 to 8, the price being no more 
than 3 to 8 times net per share, is that 
prices are “out of line” on the under side. 
They are held to be low. Price-earnings 
ratios for more than two years have, on 
the whole, been so far below the tradi- 
tional 10 to 1 as to cause study of the 
merits of any “normal” relationship. 

An explanation of the current high 
yields from the dividends of prosperous 
companies listed on the New York Stock 
Exchange is directly traceable to the situ- 
ation of the ratios. Relativelv low ratios 
reflect relatively low prices. To illustrate: 
if the common stock of XYZ Company, 
paying $2 in dividends a year out of earn- 
ings of $3.50 a share, is selling at 35 (10 
times earnings), the yield is a shade less 
than 6 per cent; if the price is 6 times 
earnings (21), the yield is above 9 per 
cent. Low price-earnings ratios thus have 
been beneficial to common stock investors 
in many companies enjoying sizable earn- 
ings and paying good dividends. 


It is not the purpose of this discussion 
to analyze reasons for the long-sustained 
low ratios of stock prices to earnings. 
Market realism indicates that, as a gen- 
erality, the ratios for many well-rated 
stocks have stayed low because of the ab- 
sence of the surging kind of speculative 





Prick-EARNINGS RATIOS 
STEEL AND IRON Group 


1949 

Earnings Price 

Per Share 3/8/50 Ratios 
Acme Steel . $1.90 20% 10.8 
Alleg.-Ludlum . . 1.15 24% 215 
Bethlehem . . . 9.68 34 3.5 
Bliss & Laughlin . 2.03 14% 7.3 
Carpenter . 435° 32144 7.4 
Cent. F'dy. . . . 1.59 104% 6.4 
Colorado F. & I. 4.00* 15% 3.9 
Continental . . . 1.27 16 12.6 
Detroit a a 22% 6.3 
Granite City . . 7.69 31% 4.1 
oS 2) 39, Lt 
Interlake . . . . 3.15 144 4.5 
Jones & L. . . . 7.50 3014 4.0 
Lukens aa 18% 8.0 
National . 16.02 101% 6.3 
Republic . . . . 7.54 26% 3.5 
Sharon te eee See 274% 5.1 
Sloss‘Shef. . . . 5.34 2314 4.4 
Themas .... 314 185% 5.9 
Trans. & Wil. . . 2.60 15% 6.0 
U.S. Pipe & F. . 6.48 ny, 6.4 
U.S. meer .. « »- 539 31 5.8 
Warren F. & P. . 3.31 34144 10.4 
Wheeling . - 10.68 48, 4.5 
Woodward . . . 7.39 347% 4.7 
Youngs. S. & T. . 18.97 8014 4.2 


Calculations are based upon 1949 “preliminary” re- 
ports of Acme, Detroit, Granite City, Inland, Inter- 
lake, National, Thomas and Wheeling. *12 months 
to Dec. 31. ** 52 weeks to Jan. 21, 1950, 
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interest in the market which in other 
periods has carried prices up. 
“Million-share” days on the Stock Ex- 
change have not for a long time recorded 
anything more than a moderate interest 
in securities. In view of the increases of 
share totals, largely through stock splits 
since 1944, and a substantial increase of 
stock issues newly listed on the Exchange, 
trading activity is spread over a far 
broader area than was the case in the 
1930s and 1920s. Only occasional concen- 
trations of the buying urge are seen among 
particular groups, or individual stocks. 
The accompanying statistics are af- 
forded by a group of companies which 
were chosen to illustrate the current price- 
earnings situation for a significant rea- 
son. The steel and iron industry had a 
prosperous year in 1949, and dividends 
have been such as to attract a following 
of investors for income. In other periods 
the anticipated earnings, in the first 
column, would have been expected to 
arouse insistent speculative buying as 
well. Yet only four of the 26 issues dis- 
play a price-earnings ratio as high as 10. 
Excepting the four, the other stocks dis- 
close an average of about 5 to 1, and the 
stock of the company reporting the larg- 
est per-share net had a price-earnings 
ratio at the March 3 price of only 4.2. 
A stalwart dividend payer over the years. 
like National Steel, showed a ratio of 6.3. 
In cases where the ratios were the highest. 
it is found that low per-share earnings 
figured in the result to a notable degree. 
On the other hand, some stocks whose net 
earnings were in the higher brackets had 
among the lowest price-earnings ratios. 
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Niagara Wohaw 
9 - Corporation 


Shares 


928. 627 > 
A Stock; No Pat 


Class 





IAGARA MOHAWK POWER COR- 
PORATION was formed on Jan. 5, 
1950, as the result of the consolidation of 
the three principal operating subsidiary 
companies of Niagara Hudson Power Cor- 
poration, these companies being Buffalo 
Niagara Corporation, Central 
New York Power Corporation, and New 
York Power. and Light Corporation. 
Niagara Mohawk has four Niagara Hud- 
son System companies as direct sub- 


Electric 


sidiaries: The Niagara Falls Power Com- 
pany, St. Lawrence Power Company, Ltd., 
Frontier Corporation, 
Company. Canadian Niagara Power Com- 
pany Ltd. is a subsidiary of The Niagara 
Falls Power Company. Niagara Hudson 
Power Corporation will be dissolved as 
soon as its outstanding bank loan is paid 
off and its Niagara Mohawk Power Cor- 


The Oswego Canal 
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Steam-electric station at Oswego, N. Y., 
with a capacity of 240,000 kw., which will 
be increased to 320,000 kw. by 1951. 


poration stock is distributed in exchange 
to Niagara Hudson holders. It is expected 
that this will be accomplished early in 
1951. 

Niagara Mohawk provides service to 
882,000 electric customers, and 294,000 
gas customers, in an area that covers a 
large part of upstate New York, from the 
Niagara frontier, on the west, to the Hud- 
son River valley on the east, and from the 
northern border of the state to the Pennsyl- 
vania border on the southwest and the 
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ON THE NEW YORK STOCK et 


Catskill Mountains on the southeast. The 
population within the areas served by the 
company is approximately 2,800,000. 

Though the territory served by the com- 
pany is substantially the same as when 
the Niagara Hudson System was formed 
in 1929, the volume of electric and gas 
business is reported to have nearly 
doubled. Total electric sales for the twelve 
months ended Dec. 31, 1949, were 11,247,- 
979,000 kilowatt-hours. Manufactured gas 
sales totaled nearly 10,000,000,000 cubic 
feet, and natural and mixed gas sales over 
60,000,000 therms. 

The Niagara Mohawk system has an 
electric rated capacity of 2,169,219 kilo- 
watts, of which 44 per cent is available 
from the company’s 81 hydro-electric sta- 
tions; 45 per cent from six steam-electric 
stations, and 11 per cent from purchase 
contracts with neighboring non-associated 
utility systems. 

Gas service is supplied from 13 gas 
manufacturing plants with a daily rated 
capacity of 72,000,000 cu. ft., and from 
connections with natural gas fields in the 
Appalachian area and the Southwest. 

Constituent companies of Niagara Mo- 
hawk Power Corporation and subsidiary 
companies reported operating revenues of 
$139,284,000 for the twelve months ended 
Dec. 31, 1949. Net income, as adjusted, 
was $19,672,000 for the same period, 
and the amount earned per share of com- 
mon stock was $1.94, 


Niagara Mohawk plant near Buf- 
falo is one of the largest steam- 
electric stations in the world. 
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Kerr dam supplies power for two of the company’s largest generating stations. 


NTIL Feb. 15, 1950, Montana Power 
Company was a wholly owned sub- 
sidiary of American Power & Light Com- 
pany. Its territory comprises most of 
Montana and a mining area in north- 
eastern Idaho. Of the company’s revenues, 
63 per cent comes from residential, rural. 
commercial and small industrial cus- 
tomers and 37 per cent from large cus- 
tomers—a large part of the latter from the 
mining and ore reduction operations of 
the Anaconda Copper Mining Company. 
Approximately 79 per cent of operating 
revenues are derived from electricity and 
20 per cent from the sale of natural gas. 
Water and steam heating are supplied to 
Missoula. 

The company occupies a unique position 
in that its sources of energy are all derived 
in the state it serves, sources which give 
it unusually low-cost hydro-electric power, 
natural gas and fuel oil for the new 66,000 
kw. steam plant shortly to be built pri- 
marily to “firm up” the hydro-electric 
power output. 

On the Atlantic slope, Hebgen reservoir 
on the upper Madison River, has a storage 
capacity of 345,000 acre feet. The water. 
used successively by seven downstream 
power plants, supplements their own stor- 


age capacity. On the Pacific slope, Kerr 
dam on the Flathead River is capable of 
storing over a million acre feet in Flat- 
head Lake, usable at the large Kerr and 
Thompson Falls plants. The total installed 
generating capacity of the company’s 
twelve hydro-electric power plants is 398,- 
000 kw. 

The company’s low-cost power supply 
makes for low industrial power rates. The 
low-cost power results, for example, in 
zinc concentrates being shipped to Mon- 
tana from Idaho, Utah, Arizona, New 
Mexico and other states for reduction and 
in surplus power being taken by the North- 
west Power Pool. 

The company’s natural gas business 
would seem to offer the prospect of further 
expansion, according to the company. An 
83-mile transmission line now under con- 
struction will connect the north and south 
systems and bring a duplicate supply of 
gas to the present customers and also serve 
new towns. While the company has a 20- 
year supply of gas based on last year’s 
withdrawals, additional supply is being 
sought in view of contemp!ated expansion. 
The Cut Bank field, where most of the 
company’s present gas reserves are lo- 
cated, lies within a few miles of the 


Canadian province of Alberta, where huge 
reserves of natural gas have been de- 
veloped during the past two or three years. 
When governmental permission is ob- 
tained for export of natural gas from 
Canada, Montana Power will be in a 
strategic position to market a portion of 
this new gas supply. 

The population of Montana, now about 
598,000, has shown a_ below-average 
growth during the past two decades, but 
the principal cities served by the company 
have grown faster than the state. Mon- 
tana’s per capita income in 1948 of 
$1,791 was 27 per cent higher than the 
national average. Its economy is _pri- 
marily agricultural, although mining is 
more important in the company’s busi- 
ness than it is in that of the state. 

During 1949 _ operating revenues 
amounted to $23,740,337 and net income 
was $7,133,981. As the result of stable 
costs in a period of rising prices, earn- 
ings per share of common stock have 
risen from $0.92 in 1939 to $2.49 in 1949, 
Dividends at the rate of $1.40 annually 
have been paid during the past two years. 





Morony hydro-electric plant. 
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M. L. Hibbard steam electric station of Minnesota Power & Light Co. at Duluth, Minn. 


RGANIZED in 1906 as the Duluth 

Edison Electric Company, the cor- 
porate name was changed to Minnesota 
Power & Light Company in 1923. At pres- 
ent electric service is provided by the com- 
pany in Duluth and 17 counties in central 
and northeastern Minnesota with an esti- 
mated population of 269,000. While Min- 
nesota Power & Light Company obtains 
98 per cent of its revenues from electric- 
ity, a subsidiary, Superior Water, Light & 
Power Co., which was acquired in 1945, 
derives 69 per cent of its revenue from 
electricity, 19 per cent from manufactured 
gas and 12 per cent from water service, 
the population of Superior being approxi- 
mately 40,000. 

All three of the great Minnesota iron ore 
ranges—the Mesabi, Cuyuna and Vermil- 
lion—lie in the company’s territory. The 
mining and shipment of ore and related 
activities have been a large source of 
revenues for the company for many years. 
During the post-war period, however, more 
than 100 additional manufacturing plants 
have been established in the territory, 
which, together with sizable dairying and 
other agricultural activity, paper manu- 
facturing, and wood products manufac- 
turing, makes for a more diversified 
economy. 

Despite a moderate decline in ship- 
ments of ore since the peak war year 1942, 
operating revenues rose from $9,558,000 
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in 1942 to $14,290,000 in the twelve- 
months ended Sept. 30, 1949. This trend 
has been caused by an increase in the num- 
ber of customers as well as increased use 
per customer. Residential and rural cus- 
tomers, which numbered 43,130 and 5,845 
at the end of 1944, increased to 47,905 
and 10,621, respectively, at Dec. 31, 1949. 
The average residential rate, which was 
3.40 cents per KWH in 1934 on average 
consumption of 1,196 KWH dropped to 
an average of 3.11 cents per KWH for an 
average consumption of 1,557 KHW in 
1949. The national average for 1949 was 
2.96 cents and 1,672 KWH. In 1948, 
23.6 per cent of operating revenues were 
derived from residential service, 14.2 per 
cent commercial, 49.6 per cent industrial 
and 12.6 per cent from other sources. 


Balanced Plants 


Completion of the 33,000 KW steam 
unit at the M. L. Hibbard Station in 
Duluth, shown in the accompanying illus- 
tration, together with the recent addition 
of a 12,000 KW hydro-unit at the Thom- 
son Plant brings into almost exact bal- 
ance the hydro capacity, 106,940 KW, and 
steam capacity, 106,850. Another 33,000 
KW steam plant is scheduled for comple- 
tion in 1951. These installations will en- 
able the company to use more hydro-power 
under good water conditions and to re- 
duce its cost of steam power. 


Reported consolidated net earnings for 
the twelve-months ended Sept. 30, 1949, 
of $3.66 per share, were after special 
amortization charges for plant acquisition 
account amounting to 85 cents per com- 
mon share. This amortization will be com- 
pleted in 1960. Unaudited results for the 
calendar year 1949 show earnings equal 
to $3.91 per share on the same basis. 

Beginning in 1947, common dividends 
have been paid annually at the rate of 
$2.20 which represents about 57 per cent 
of current earnings. 

During 1945 and 1946 dividends, the 
company record shows, were equal to 19 
cents and 39 cents per share, respectively, 
despite earnings of $3.05 and $2.21 a 
share in those years, after preferred divi- 
dend requirements. In 1945, the company 
re-stated its property account to original 
cost, which necessitated a write-off in the 
stated value of fixed assets and reductions 
in stated value of common stock and earn- 
ed surplus. A large part of earnings were 
retained for these purposes, and by this 
means, together with the sale of additional 
shares, the company has built up its com- 
mon stock equity from 17.4 per cent of 
total capitalization in 1945 to 27.7 per 
cent as of Sept. 30, 1949, on a company 
basis. 

Consolidated net plant was appraised 
at $64,754,631 as of Sept. 30, 1949. Net 
tangible assets amounted to $63,409,726. 
Mortgage debt totalled $32,500,000; un- 
secured long-term debt was $3,162,000, 
and there was outstanding $11,600,000 
of 5 per cent preferred stock and 708,048 
shares of common stock. Long-term debt 
represented 55.4 per cent, preferred stock 
18.1 per cent and common stock and sur- 
plus 26.5 per cent of total capitalization 
of the company. 





Hydro-electric station at Thomson, Minn., 
with an installed capacity of 67,000 kw. 
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Letters to the editor in whole or in part, are presented here as a contribution to current 


discussion of investment, economic and general financial subjects of public interest. 


ATLANTA, GA. 


Companies selling television equipment 
certainly have made a running start into 
1950, meaning their stocks. Is this industry 
one of a very few in American history which 
have been able to surmount the early grow- 
ing pains that made painful going for the 
railroads, the motor cars and other new in- 
dustries in their fledgling years? ... Seeing 
the skyline over residential blocks pierced 
by scores of rakish television antennae shows 
that the market must be large and growing. 
I am wondering whether the expansion has 
been too fast for the demand to hold up 
long before becoming pretty well saturated. 


HARRISBURG, PA. 


... If it isn’t one thing it’s something else 
to annoy holders of common stocks! I buy 
a stock in a good railroad, paying good divi- 
dends, and now comes this long and, to me, 
poorly excusable coal strike to knock rail- 
road traffic down, and then I see in the news- 
papers that a rail Brotherhood strike may be 
in the works before the summer gets along 
very far... When I think, maybe I’d better 
change over to a company making goods to 
sell instead of hauling the freight that goods 
for sale make, there is a new mess of strike 
news, or threatening strikes, to read about. 
All around, this year is making a poor start 
for people who want to invest, it seems to me. 


F.K. L. 


NEW YORK CITY 


The February stock market... has, in my 
estimation, revealed a vigorous, healthy con- 
dition, referring to an auction market like 
that on the New York Stock Exchange. 
Traders have moved from one group to an- 
other—seeking capital gains (or “profits” to 


me) in a fashion only infrequently seen since 
1946 and 1945; thus drawing public atten- 
tion to numerous issues which otherwise 
would probably be neglected. Informed 
traders seldom concentrate upon any stocks 
unless they discover values in them; their 
service in bringing them forward is a real 
one to bona fide investors who are on the 
look-out for attractive situations but simply 
cannot analyze hundreds of different issues 
in a sort of blind man’s buff. W. R. E. 


SACRAMENTO, CALIF. 


...A lesson in patience as well as the re- 
sult of planning was so soundly recorded in 
the February article headed “Retired on 
Odd Lots” that I want to offer my apprecia- 
tion of such writing. “The little drops of 
water, little grains of sand, etc.” adage which 
is old but always timely came to mind. Thirty 
years would, of course, be a long investment 
campaign. But 15 or even 10 years would 
produce good accumulation results in well- 
chosen common stocks. Many persons 
throughout this country have discovered this 
truism through participation in savings and 
loan associations. Now that the usually larger 
rate of capital earnings from good stocks is 
becoming better known among people who 
paid little attention to these securities in the 
past, it is more than probable that buying of 
stocks by middle-class folk will continue 
large—among investors who will not be in- 
clined to let their holdings go when the 
market fluctuates widely. H. G. 


DETROIT, MICH. 


During the year that I have been a sub- 
scriber to THE ExcHAnce, I have benefited 
more from your articles on purchase of com- 
mon stocks for dividends than from subscrip- 
tions to other financial magazines during the 
past 25 years. A. W.. F. 


ST. PETERSBURG, FLA. 


Noting “L.R.W.’s” letter in THE EXCHANGE 
last month, about how a revision of his low- 
income-returning securities had provided for 
a stay in Florida because dividends from 
common stocks increased his income, I felt 
moved to write “me, too.” Not that my 
daughter’s and my winter sojourn down 
South is the result of an awakening to the 
worth of carefully bought stocks; rather, 
such resources as we possess, making possible 
a number of extra comforts, were accumu- 
lated gradually during a period — starting 
about 12 years ago. The present dividends 
paid by several stocks bought in 1938 and 
1939 make the money-return on the invest- 
ments 8 per cent, even more on some. It 
seems odd to find that many persons have 
only recently discovered the merits of good 
common stocks. Said merits are nothing 


new. R.H. 


PROVIDENCE, R. I. 


Your December issue was one of the best. 
It is kept handy to read through again, espe- 
cially the tables of stocks under the heading, 
“Common Stocks’ Rewards to Investors Who 
Buy and Hold.” Probably my methods are 
old-fashioned for such days as these, when 
statistics are so plentiful and one can keep 
close track of the fortunes of many com- 
panies and switch about among stocks when 
situations change. But my way has been 
rather profitable in capital improvement and 
dividends, and I do not lean toward moving 
out of long-established stocks, once they are 
bought. I notice that you emphasize “study” 
in your references to stocks by groups or 
otherwise. Tables like those in December 
certainly help an investor in his studies and 
research. Sometimes you publish actual ex- 
periences of stock investors, which I find 
very helpful. 3. 3B.S: 





Raleigh, N. C. 


How the Allens 
developed a 3-part plan 


lo meet emergencies, 


lo increase their income 


“Above all else, my wife and I want a comfortable future 
for the children and ourselves; we want to be finan- 
cially independent,” says Everett Allen. “The plan we 
have worked out protects us against the unexpected. 
It also earns us more money to meet our living require- 
ments. We think it is a good program. 


“Part one of our plan is a cash reserve —for illness 
and other emergencies. 


“Part two is insurance—to protect Mrs. Allen and 
the children. 


“Part three is our investment in dividend-paying, 
listed stocks of long-established companies we know 
and respect...companies whose products and services 
are essential to our everyday living. The cash divi- 
dends are a welcome addition to our income; frequently 
we re-invest them. A growing, dividend-producing stake 
in American industry is, to us, a very real and personal 
satisfaction.” 

e ’ y 


Factual information, Mr. Allen knows, is the only 
basis for investment. To those interested in the 
fundamental principles of investing for income, 
Mr. Allen recommends the booklet, “Investment Facts 
About Common Stocks and Cash Dividends,” published 
by the New York Stock Exchange. Without obligation, 
a copy may be had at Member Firm offices... or by 
writing New York Stock Exchange, Department X1, 
20 Broad Street, New York 5. 


Lnvest wisely...through a Member Firm of the 


New York 
Stock Exchange 


< 


&. 


(above) with their two 
children, Everett Jr. and 
Katherine. Mr. Allen is 
Vice-President of the 

North Carolina Hotel Assn. 


(Left) The first of each month 
is budget time; income is 
carefully allocated. Their 
cash reserve is oD 

deposit locally. 


Mr. Allen consults 

a representative of a Member 
Firm of the New York Stock 
Exchange. Here he gets the 
information he wants. “‘Facts 
about companies and their 
securities interest me,’’ he 
says. ‘““The dividends on our 
common stocks (all listed 

on the Stock Exchange) 
amounted last year to more 
than 6% on our investment.”’ 


The postman is welcome, 

for he brings dividend checks 
and earnings reports from 
companies in which they 
have invested. Their 
dividend-reward, the Allens 
agree, more than balances the 
risk in ownership of 
common stocks~—a risk 

that attends ownership 

of any form of property. 





